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Financial crises are becoming more frequent during the process of 
globalization. Series of crises including the Asian financial crisis and the 
recent subprime mortgage crisis brought severe impacts on the international 
economic: foreign exchange reserves depleted, the sharp currency depreciation, 
the stock market crashed, the collapse of a large number of financial 
institutions, export growth slowed down or even stop and political situation 
unrest. 
The financial crisis showed the characteristics of contagious. Due to 
inextricably linkages between the various economies, crisis aroused from 
certain economy may have great impacts on the global stock markets through the 
world trade and financial mechanism, and the consequences of infection more 
serious. 
Therefore, through what mechanism the financial crisis contagion conducts, 
and how to prevent the financial crisis shocks is a common issue faced by all 
global investors and policy makers. Modeling market contagion effect is of great 
significance to the stability of global financial system. 
In this paper, we use Markov regime switching model to endogenously define 
the crisis period, and then use the DCC-GARCH model to extract time-varying 
correlation coefficient between the markets. After necessary adjustment we use 
non-parametric Wilcoxon rank-sum test to check if the time-varying correlation 
coefficient experienced significant changes during subprime crisis. The 
empirical evidence suggests that: the U.S. Dow Jones Index does not have a 














not the Hang Seng Index. As a supplement, we use the GKM model to validate the 
findings from a totally different angle. Finally, in robust test we find that 
the contagion effect on the HSI Index disappeared after controlling the trading 
volume, indicating that the emotional factors play an important role in the 
risk-contagion process. 
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①  刻画时变相关系数的模型有很多，有多元随机波动率模型以及 COPULA-GARCH 模型等，但是 DCC-GARCH 模型简单
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